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Office of the Utility Consumer Advocate (UCA)

* C.R.S. 40-6.5-104

e “Shall represent the public interest, and to the extent consistent within, the
specific interests of residential consumers, agricultural consumers, and small
business consumers...”

e “In evaluating the public interest, including the impact on rates and charges to
consumers,...to statutory decarbonization goals..., just transition ...,
environmental justice, and the short- and long-term effect of proceedings..”

e Authorized to appear before the Public Utilities Commission, federal agencies,
and the courts




Causes of Today’s High Costs
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Development of Monopoly Energy Utilities

 Grew from the development of the railroad industry and the
tendency to consolidate market power to the detriment of the public

 Competing electric providers saw opportunity in consolidation to
invest heavily in growth without the perils of competition

 Promotion of “natural monopoly” concept as a technical fix and a
means to calm risk-averse investors

e Developing monopolies looked a lot like railroads of the past which
then necessitated regulation



The “Regulatory Compact”

e Rhetorical concept in which the utility accepts the obligation to serve
in return for the opportunity to recover its costs and receive a
“reasonable” rate of return for its efforts

e This is not a legal agreement and has never been affirmed specifically
by law

e Utility regulation is premised on state constitution and laws

e Use of a Regulatory Compact paradigm reduces regulation to a
financial transaction between utility and regulator and moves focus
away from the public interest




What is the Public Interest?

e Amorphous term which derives its meaning from state law
e Law is the strict determining factor

e Colorado: Just and Reasonable Rates, Safe and Reliable Service,
Decarbonization Goals, Renewable Energy Requirements, Just
Transition, Equity, etc...

e Reasonableness is the standard of law for determining prudency and
the method for recovery of costs



Return on Equity (ROE)

* The earnings on the equity portion of the rate base that utilities are
allowed to collect

e Reflects tension between the shareholder desires and the ratepayer’s
rates

e Set to attract capital without unreasonable shareholder return

e Relational to the cost of debt, equity to debt ratio, and to level of
expenses

e “Art” not a “science”

e Risk is a primary adjuster




Misconceptions about Regulation

e Public interest is reached through a balancing of interests or positions

e Public outcry, concerns or opinions have no place within decision-
making

e Any activity beyond basic service is contrary to the interest of the
utility and therefore needs to be incentivized

e “Regulatory Compact” is a fixed and understood doctrine
e Information is symmetric, transparent, and available

e Resources are not determinative in outcomes




Public Interest -Risks of this Approach

 Vision and priorities become that of the utility and not what is in the
public interest

e |ssues are framed by the utility and intervenors based on private
interests and not the public interest

e Positions of the parties are prioritized over perspectives
 Political pressures come to bear

e By proxy, what is good for the utility becomes good for the public
interest



Where are we Today?

Black Hills: Why This Dividend King Is
Currently A Buy



What is the UCA Hearing from Consumers?

e UCA has received over 600 customer complaints since December

e Complaints focus on the following:
e Escalating cost of utility bills
e Reported utility profits
e Legal fees
Lack of utility communication and responsiveness to concerns
* Interconnection of rooftop solar
e Communication on smart meters/ time-of-use rates




Returning the Public Interest to the Center

e Send policy signals that costs, affordability of rates and other public
interests are the primary drivers of decision-making

e The utility is the agent not the focus
e Require utility performance as the basis for increased returns

e Ensure customers receive justified value commensurate with
increased rates

e Ensure resources are available to intervenors and the public allow
them to meaningfully participate
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